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Towards the Atlantic Community 
By Lionel Robbins 


I 


THE MARSHALL PLAN AND ITS TWOFOLD OBJECTIVE 


N the summer of 1947, when the economic difficulties of 

various European countries threatened to have serious 

political consequences, the American Secretary of State, 
Mr. George Marshall, made an offer which has already taken 
its place in history. If the European Powers, he said, would 
get together and formulate plans for recovery, the United 
States would be prepared to render aid, so far as the external 
requirements of these plans were concerned. The intention 
of the offer was clearly twofold: to avert economic and . 
political collapse and to promote economic and _ political 
co-operation. 

Three years have passed since then; and, of these 
intentions, the first, the averting of collapse, has been con- 
spicuously fulfilled; but the second, the promotion of 
economic and political co-operation, has made little progress. 
The countries concerned, although by no means yet out of the 
wood, have made notable economic recoveries. But there has 
been nothing comparable in the sphere of economic co-opera- 
tion. There has been much talk. There have been committees 
and conferences in abundance. But the net result has been 
negligible. Here and there things have been done which 
might not have been done, if the Organization for European 
Economic Co-operation had not been in existence. But the 
gorgeous prospect of economic and political unification which 
hovered before the eyes of many at the time of its inception 
has so far proved a mirage. 

Why is this? Is it because of a deficiency of courage 
and imagination—some failure on the part of politicians, 
especially British politicians, to rise to the height of a great 
opportunity? Or is it because of some deeper deficiency of 
initial conception—some fundamental inappropriateness of the 
plan to the possibilities and requirements of the world situa- 
tion? And if the latter explanation should prove to be the 
more plausible, where else, in this crisis of the Western World, 
are we to look for a resolution of our difficulties? It is to a 
discussion of these questions that this paper is directed. 








II 


THE POLITICAL IMPLICATIONS OF EUROPEAN ECONOMIC 
INTEGRATION 
Let me begin by enunciating a broad proposition: the 
main forms of European economic co-operation, which have been 
proposed in this connection, involve, if they are to be carried any 
length, European political union as well. 
his proposition may be self-evident to some. But | 
doubt if it has had this quality to the majority of participants 
in the discussion, at any rate in this country. For this reason, 
it is perhaps not superfluous to spend some little time proving 
it. 


Quantitative Physical Planning 


The first form of co-operation which we may examine in 
this connection is quantitative planning of development and 
investment. It was this kind of planning which was clearly 
in contemplation when the Paris Committee, which was the 
precursor of the Organization for European Economic Co- 
operation (henceforward to be called the O.E.E.C.), was first 
set up. 

Now, of course, quantitative planning on the part of a 
group of nations is obviously possible, if it is a matter of 
adding up independently-planned import requirements and 
putting the totals on one common programme. It is obviously 
possible, too, to adjust individual claims so as to bring the 
totals within some anticipated limit of expected resources. 
This, in fact, is what first the Paris Committee and then the 
O.E.E.C. have been principally concerned with. It is nota 
“ scientific ’’ process. It is not even a process which resembles 
the compilation of the import programmes of individual 
nations in peace ino—alidh uni is a pretty hit-or-muiss 
business. It is essentially a diplomatic process; at once a 
bitter struggle among the participants, and an exercise in 
window-dressing, once the struggle is over, to make the agreed 
programme sufficiently plausible to the prospective donors. It 
is surely no accident that, after experience of this kind of 
struggle for the last two years, it has been arranged that m 
future, subject to certain rewards and penalties, division of 
American aid shall be upon the basis of proportions established 
by the “ planning ”’ of the past. All this is not very pleasant. 
But, provided that there is a sum to be divided and that its 
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availability depends upon agreement on the division, there 
can be no doubt of its general feasibility. 

Beyond this, however, the prospects of quantitative plan- 
ning without an over-riding political authority are almost 
non-existent. As we all know nowadays, planning of this 
sort is very difficult within the boundaries of a single nation. 
Carried to the limit it involves totalitarian power over con- 
sumption on the one side, and materials, equipment and 
labour on the other; and even in a looser system, such as 
our own, it is a matter of the utmost difficulty to secure the 
roughest co-ordination between the conflicting claims of lead- 
ing sectors of the economy. But when we try to envisage the 
process of forming a plan which is to cover the activities and 
development of several different nations, at different stages 
of economic growth and with different expectations of stan- 
dards of life and consumption, then the difficulties which are 
experienced on a national scale pale into complete insignific- 
ance. Think for a moment of the most elementary questions 
involved. At what rates is development to proceed in the 
different countries? Are they to be uniform? Or are they to 
be more rapid in some than in others? And how is the burden 
of financing to be apportioned? Are some to accumulate 
more than they are permitted to use for development, while 
others develop at a faster rate than they accumulate? To 
what extent does division of the product depend upon pro- 
ductivity in the different areas? To what extent are there 
inter-local transfers to even out disparities in national incomes ? 
I venture to suggest that the solution of problems of this sort, 
difficult enough in all conscience in a single economy, becomes 
virtually impossible when the planning agent is a committee 
of the representatives of several independent sovereign States. 
Only political unification, or the presence on the committee 
of one State having such a preponderance of power that it is 
able to enforce its will on all the others, affords the first essen- 
tial of the solution of such problems. Again, I suggest it is no 
accident that the O.E.E.C. has virtually abandoned attempts 
to co-ordinate the long-distance economic programmes of its 
constituent members. 

There is, of course, one kind of international quantitative 
planning of which we could have a good deal without the 
erection of a general political authority. It is one which has 
long been dear to the hearts of various European industrialists. 
f the representatives of the various industries, state-owned 
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or otherwise, are encouraged to get together and pian production 
quotas and the division of markets, it is easy to believe that an 
imposing network of agreements might be achieved in 
relatively short time. But is this the kind of planning which 
we really want? I do not wish to comment here on the special 
proposal which has recently sprung from the fertile mind of 
M. Jean Monnet for the creation of an European heavy 
industry cartel on a treaty basis. At the moment of writing, 
not enough has been revealed of the details. The most that 
can be said is that, if such a plan were to solve the age-long 
problem of Franco-German relations without jeopardizing the 
successful defence of the West in general, it would be worth 
its probable cost ; but that the onus of proof that it would do so 
still rests wholly with its proposers. But for the rest, the cartel 
organizations with less political implications—our old friends 
of the inter-war period with their slick secretariats and their 
frequent meetings at convenient spas—what an extremely odd 
thing it would be if they should prove to be the Messiahs of 
the New Europe so long and so passionately desired by us— 
and by the monopoly-hating Americans. 


A Customs Union 


Let us turn from quantitative physical planning to the 
possibilities of planning on more liberal lines; and let us 
begin with the proposal for a Western European Customs 
Union. This is a proposal which has a strong appeal to many 
sections of American opinion. They think of the benefits 
which have come to them from the existence of free trade 
between their various States. What more sensible, they argue, 
than the creation of similar conditions in Western Europe? 

Now whatever may be the merits of such a proposal as 
an ultimate goal—of which there will be more to say in a 
later section—there can be no doubt that it is very easy to 
under-estimate the obstacles in the way of its achievement. 

Consider in the first place the obstacles in the field of 
public finance, Some States depend to a large extent on revenue 
from customs, others are much less dependent. How are the 
proceeds of a unified tariff to be divided between the various 
members of the Union? Clearly, a division based upon the 
existing accidents of public finance would be lacking in any 
permanent justification. Yet any other principle of allocation 
might occasion domestic difficulties of no mean order for the 
exchequers which are more dependent on customs. 
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But, of course, difficulties in this field, although seldom 
taken into account by amateur constitution builders, are among 
the more tractable elements in the situation. Much more 
trouble is likely to be caused by wider conflicts of interest— 
either real or supposed—in the sphere of production and 
consumption. A rate of duty which fits reasonably well the 
circumstances of one area may be thought absolutely intolerable 
by the members of another. 

Take, for instance, the question of food imports. Whatever 
may be our practice at present, it is reasonably certain that a 
country in a position such as that of Great Britain, dependent 
upon imports for a substantial proportion of its food con- 
sumption, is not likely to be long satisfied with the rates of 
duty which accord with the high agrarian protectionism of 
other European States. In fact, of course, the conflict of interest 
in this field would be even more complicated than that. The 
system of Imperial Preference (which we should certainly not 
be prepared to surrender save for a very adequate quid pro quo) 
involves special rates and special deals with Dominion pro- 
ducers. It is in the highest degree improbable that the other 
countries of Western Europe would be prepared to make 
similar concessions without compensating reductions of duties 
on manufactured imports, which the Dominions would be 
unlikely to give and which (rightly or wrongly) we should be 
sorry to see given. I mention these difficulties, not with any 
desire to furnish an apologia for the policies which underlie 
them, but merely with a view to providing definite exemplifica- 
tion of obstacles which come into view on all sides when the 
problems of a Western European Customs Union are examined 
in a realistic spirit. 

Moreover, all that has been said so far relates only to the 
unification of rates of duty. In the modern world, there are 
the practices of quantitative regulation of imports, bulk 
purchase and long-term contracts which would also have either 
to be unified or abolished altogether. 

Taking all this into account, it is surely most improbable 
that very much progress could be made towards a customs 
union, unless the different political entities involved had 
decided to merge, or partially to merge, their identities in a 
political union or federation. This, at any rate, is the verdict 
of history. If we neglect minor arrangements, such as the 
union between Belgium and Luxembourg, there is only one 
prominent case in modern history where customs union has 
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not been accompanied by political union too—the case of the 
German Zollverein. And if we examine that in any detail, we 
find that in fact this is an exception which really proves the 
rule. Had it not been for the preponderating power of Prussia, 
continually at hand to apply pressure when negotiations seemed 
to be hanging fire, the Zollverein could scarcely have come 
into being, let alone have continued its existence during the 
years which preceded the creation of the Bismarckian Reich, 

To believe that a Western European Customs Union, 
including Great Britain, could be brought into being without 
a massive surrender of sovereignty on the part of the States 
concerned is either proof of ignorance or an almost pathological 
disposition to wishful thinking. 


A Common Currency 


Much the same conclusion applies to the other proposal 
for integration which is often put forward, the establishment 
of a common currency. 

At first sight this seems a much easier matter. Existing 
currencies could be called in and exchanged for the new 
currency at pre-arranged rates; unless there were good 
ground for departing from them, existing rates of exchange 
might be taken for this purpose. Bank accounts and out- 
standing obligations could be converted into the new unit by 
mere acts of multiplication. 

All this is perfectly true; and, up to this point, the 
technicalities of the operation may indeed present no serious 
obstacle. There are, however, further matters of a somewhat 
technical nature which would introduce real complications. 
What, for instance, should be done about the obligations of 
the various Central Banks to extra-Union creditors? What 
would be the status, for example, of the sterling balances held 
by foreigners? Would they at once become freely con- 
vertible into the new common European currency? Or would 
special arrangements be made for funding them? The 
solution would not be easy. 

But, assuming all technical or semi-technical problems 
disposed of, the creation of a common currency and common 
monetary system involves a much more considerable difficulty 
on the political plane. It involves the complete agreement of 
the various national Governments concerned not merely not to 
print a different kind of money, but also themselves not to print 
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any of the money in question, nor to compel the banks which are 
situated in their own area to lend to them any more than they 
are prepared to lend on strictly commercial principles. You 
cannot run an inconvertible paper currency if there is more 
than one centre of manufacture. It would be inviting disaster 
if the different States were to retain powers of local inflation 
or contraction. 

But if this is so, it is extremely hard to see how the common 
currency can come about in any circumstances which stop 
short of political union. It is perhaps possible to think of a 
political federation which does not assume the money-creating 
power, leaving the various moneys issued by the constituent 
States to find their level in a general exchange market, though 
the complications as regards public finance would, in practice, 
soon produce nervous breakdown at the federal treasury. But 
it is not possible to think of a completely unified monetary 
system which does not involve some sort of political federation. 


III 


THe UNACCEPTABILITY FOR GREAT BRITAIN OF POLITICAL 
UNION WITH EUROPE 


Now, to many of our friends on the other side of the 
Atlantic the kind of analysis to which the last section has been 
devoted does not suggest any serious difficulty. The conclusion 
that economic integration, if it is to be worth the name, involves 
political integration too does not disconcert them at all. On the 
contrary, it harmonizes perfectly with a train of thought to 
which they are naturally predisposed. The power of the 
United States is due to political union. The impotence of 
Europe is due to political disunion. What, therefore, could 
be more desirable than an evolution of policy which involved 
temoving the political disunity of Europe and thus eliminated 
this danger to world peace? I should be sorry to be thought 
to attribute to all Americans an attitude of such heroic 
simplicity ; much of the wisest, much of the best-informed 
thought of our day on international problems comes from 

herican quarters. But there can be no doubt that it is an 
attitude which is very widely prevalent. It is indeed the 
motive which, to many American citizens, renders tolerable 
the very considerable burden of European assistance. It is 
worth all these billions of dollars, they think, to bring about 
the unification of Western Europe and the stabilization of 
world affairs, 








Unfortunately, from the point of view of Great Britain, 
matters are not at all so simple: and for those of us who 
believe that Anglo-American relations are the most important 
thing in the world it is just at this point that the duty of 
complete candour is most compelling. You do not get on with 
Americans by giving polite assent to just any idea that they 
may happen to promulgate and then playing it long if it does 
not happen to please you. You get on by honesty and truth 
and by friendly directness. Moreover, this is a matter of 
fundamental self-respect. We are taking their money, and we 
should not take it under false pretences. 

Hence, to all our friends on the other side of the water 
who believe that the political union of Western Europe, 
including Great Britain, is the desirable goal of present 
endeavours it is necessary to say with the utmost frankness 
that that is not our goal, that from our point of view there are 
weighty considerations which render it not merely difficult 
but positively undesirable. We must say this too to our friends 
on the European mainland, for they, too, have a right to some 
candour on our part; and, if we are to persuade them to what 
I hope to show 1s the better course, it is essential to show why 
this one cannot hope for our full co-operation. 

These considerations are twofold. In the first place, 
although the island on which we live is undoubtedly part of 
Europe, united to Europe by geography and history, it is also 
part of an extra~-European complex of associations and linked 
to it by historical, cultural and legal ties. The structure of the 
Commonwealth of Nations is not capable of easy definition. 
It has evolved on lines different from those of the American 
Union. But it is nevertheless something real and important 
in the balance of the world and in the minds and habits of its 
members. Now, the other self-governing members of this 
Commonwealth have shown the strongest disinclination to be 
linked to the United Kingdom itself by constitutional bonds 
of the kind contemplated in the project of European Union. 
It is not certain that this disinclination to enter more formal 
association would apply to all possible combinations. But it 
is improbable that it would be relaxed for a purely European 
association. Nor is it easy to see how, if we were to be absorbed 
in a European Federation, the present Commonwealth con- 
nection could be maintained. Yet, if we had to choose, there 
can be little doubt which way the decision would lie. It 3s 
difficult to think of any body of responsible opinion which 
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would exchange the known advantages of the central position 
in the Commonwealth for the hypothetical benefits of political 
union with Europe. 

This attitude, which is often so difficult to explain to 
those who are not members of the Commonwealth, may 
become more intelligible if we turn to the second considera- 
tion, the consideration of military security ; for this rests, not 
on sentiment and intangible loyalties, but on the solid facts of 

wer and past history. In the struggle which has recently term- 
inated, our chief support came from extra-European sources. 
It was to Canada and to the United States, to say nothing of 
other members of the Commonwealth, that we looked for 
ultimate succour. It is with these Powers that we built up the 
most intimate alliance the world has ever seen. And, at the 
present time, it is clear that, in any future conflict, our main 
hope of support derives from the informal contacts which are 
still maintained with these centres. Is it really to be believed 
that this or any other Government would, so to speak, volun- 
tarily shut down the lines which lead to Ottawa and Washing- 
ton and leave the telephoning to be done on its behalf by the 
chairman of some foreign relations committee or defence 
department at Strasbourg? It must be some stronger 
organization than that to which we should be willing to resign 
the conduct of our most vital interests. 

I confess I did not always think this way. In the years 
before the War, when isolationism was rampant in the United 
States, convinced by the logic of the federalist argument, I 
used to urge the formation against Hitler of a federation, or 
near-federation, of Western Europe of which we should be a 
member. But a lot has happened since then; and, if one is 
capable of learning from experience at all, the year 1940 had 
some very significant lessons. In the struggles which may lie 
ahead, I do not think many of us would object to our forces 
and our fortunes being controlled by a joint staff headed by 
an American. But I think we should refuse absolutely to lose 
our identity and power of decision in a purely European 
combination. 

Therefore, though I regret the lack of candour in which 
our policy has been enshrouded and the lack of a sense of 
urgency in looking for alternatives, I do not blame the present 

overnment for its unwillingness to be drawn into tight com- 
mitments in regard to Western European Union; and I 
tegard as highly regrettable any disposition on the part of any 
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of their opponents to make capital out of this situation. It is 
very easy, when free of the responsibilities of office, to depict 
such an attitude as unimaginative and Laodicean. But, in 
fact, no Government likely to come into power in this country 
could do other than reject the sort of thing which Con- 
tinental speakers mean when they talk of Western European 
Union; and politicians who take their prospects seriously 
would do at when confronted with the opportunities of 
evoking cheers at Continental congresses, to remember that, 
later on, rash promises may be quoted against them. 


IV 


WESTERN UNION WITHOUT BRITAIN 

If this is so, it may be well asked, is not the right solution 
for Western Europe to federate without Great Britain? Why 
should the idea of Western Union depend upon the participa- 
tion of the British? If the British are unwilling to relinquish, 
or to see weakened, their overseas connections, why do not the 
other Western European peoples go ahead without them ? 

The question is a natural one. And, having regard to the 
apparent obstructionism and intransigence of the United 
Kingdom representatives in the various discussions of the 
last few years, there can be little doubt that such a develop- 
ment would be very much to the liking of many Continental 
Europeans. Certainly, if it were possible, it would ill become 
the British to do anything to oppose or to delay it. A position 
in which we were ourselves at once to resist incorporation and 
yet to attempt to prevent other peopie from achieving it, would 
be one which was completely untenable from a moral point 
of view—and in the long run it would not be practically 
tenable either. 

But although such developments are not to be ruled out 
as quite impossible, in fact they are not very probable. It is 
at this point that we are sharply reminded of the German 
problem. For in any Western Union without Great Britain 
Germany would be the largest and strongest homogeneous 
group; and, in spite of M. Monnet and the proposed heavy 
industry pool, it seems unlikely that such an arrangement 
would commend itself to her potential partners. A ,Western 
Europe dominated by German aims and German national 
spirit would be a strange and, it may be anticipated, somewhat 
distasteful, outcome of a war which was fought to reduce 
German influence. 
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In saying this I do not wish to give countenance to the 
view that all Germans are necessarily the same or that the 
German traits which have been predominant in the last hun- 
dred years are necessarily unchangeable. That would be to 
take over the Nazi doctrine of race in a very indefensible 
form. But realism compels us to admit that, for a long time, 
the influence of good Germans has been at a discount and 
that, although national characteristics may change over time, 
they do not usually change overnight and there is no evidence 
in Western Germany that any such marked transformation 
has actually taken place. Because we are now confronted by 
dangers much greater than any which are likely to come from 
a defeated Germany, and because we should very much like 
to believe that no trouble is likely to come from that quarter, 
it is surely very naive to forget altogether what has happened 
in the past and to act as if we had to deal with a population 
with sensibilities and aspirations similar to our own. Any 
disposition that way can easily be checked by the realization 
that, even now, Germans frequently desecrate Jewish graves in 
German cemeteries. 

In any case, it is unlikely that the immediate neighbours 
of Germany, whose populations were starved and tortured by 
Germans, are really very anxious to be joined to Germany in 
indissoluble political wedlock, with a clear prospect that 
policy would come more and more to be made by the numeric- 
ally preponderant partner. It is certainly desirable that Ger- 
many and Germans should be readmitted as soon as may be 
to the society of peace-loving and decent peoples; the policy 
of treating successive generations of Germans as pariahs for 
the sins which their fathers committed is just as silly as the 
expectation that the cultural and political tradition can under- 
go discontinuous change. But only in a milieu in which they 
are clearly outnumbered and outmatched by others whose 
record is less disquieting, can this desirable consummation 
take place. 


V 


Tue ATLANTIC Pact AND THE ATLANTIC COMMUNITY 


Our investigations seem to have reached a deadlock. 
here are strong reasons why Great Britain is unlikely to be 
willing to join a West European Political Union. There are 
strong reasons why such a Union is unlikely to come into being 
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without her. If this were all that there is to say, then, with 
the barbarian at the gate, the hopes of Western civilization and 
of humanity would be grim indeed. Fortunately, there are 
other possibilities. 

Let us return for a moment to Mr. Marshall’s offer. As 
we have seen already, this had a twofold intention: the pre- 
vention of economic collapse and the consolidation of Western 
Europe. But, clearly, underlying both of these aims was the 
ultimate objective of restoring diplomatic equilibrium and 
preserving world peace. Now, the prevention of economic 
collapse has undoubtedly served this purpose. Large areas of 
Europe which at that time seemed likely to be given over to 
civil war and Communism are now in a more healthy con- 
dition ; and the threat of Communist penetration from within 
has receded, if it has not passed. But the consolidation of 
Europe has hung fire; and we have seen cogent reasons why 
this state of affairs is likely to continue. 

But let us suppose for the moment that these reasons 
were not applicable. Let us suppose that there were no 
difficulties of the kind we have been describing. Even so, 
is it not now apparent that the hope that the consolidation of 
Western Europe would itself be sufficient to preserve the 
peace, would be vain and that without the creation of a wider 
organization of power the present dangers would not be 
averted ? 

For the plain fact is that in the present or any probable 
future state of military preparation, the allies of Western 
Europe, including Great Britain, are not likely to be able, 
unaided, to resist an invasion from the East—even if they were 
all to fight. It is not the military power of this group which, 
so far, has prevented the men in the Kremlin from letting 
their armies march “ to the aid of the suffering proletariats 
of the West”; it is the fear of the resources and power of 
the world beyond Western Europe, which would inevitably 
be drawn into such a conflict. 

But actually the position is even more difficult than this. 
For, unless there is the secure promise of support from a wide 
area, it is doubtful whether, in the event, all the Powers con- 
cerned would be prepared to fight. And, as we have seen, it 1s 
still more doubtful whether, in the absence of such support, 
they would consent to that alliance with, and rearmament of, 
Germans (note I say Germans, not necessarily Germany) 
which in all probability is necessary to make even a wider 
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union secure against the impact of shock tactics. Thus a mere 
Western European Union would be insufficient if it came 
into being, and it is unlikely to come into being unless it is 
part of a wider system. 

If this is correct, then it seems to follow that the hope 
on which much of the initial support of the Marshall offer 
was based’ was ill-founded. There was never any real chance 
that the provision of economic assistance would not only 
prevent economic collapse but, also, by itself create the pre- 
conditions for a new diplomatic balance in the world. It was 
not an ignoble hope; it accompanied, indeed, one of the 
most generous gestures ever made by one country to a group 
of others. But it still derived too much from the isolationist 
outlook, from a failure to perceive the changed position of 
the world. Not only temporary subventions, however exten- 
sive, but also the permanent military and diplomatic participa- 
tion of the U.S.A. itself was an indispensable condition of 
the effective defence of Western civilization. 

It is a great tribute to the adaptability of the American 
outlook that, in the years that have followed, this fact has been 
increasingly recognized and, what is more, not merely recognized 
but also made the basis for an historic act of policy. Perhaps 
it was no great virtue to recognize the patent insufficiency of 
the Brussels Agreement and the arrangements at Fontainebleau ; 
if there were any difficulty in perceiving this in the abstract, 
the behaviour of the Russians at that time provided sufficiently 
concrete grounds for speculation. But to have translated this 
recognition into the definite undertakings of the Atlantic Pact 
was an act of policy of the first order of courage and imagination 
on the part of both the Administration and Congress. Only 
those who realize how deep-seated is the isolationist tendency 
in the whole background of American history and environ- 
ment can appreciate the magnitude of the break with past 
tradition which this great commitment involves. 

_ Here at last after so many false scents and disappointments 
is a possible solution of many of our troubles. It is, indeed, the 
central contention of this paper that, on the basis of the Atlantic 
Pact, there has been achieved a grouping which, if developed 
and suitably consolidated, may yet arrest the tide of advancing 
barbarism and be a safeguard of peace and prosperity for 
as many years to come as it is sensible to think about. It 
is a grouping which can be sufficiently strong: it includes the 


‘Note the wording here. It is not suggested that the high authorities of the State 
Department ever thought that a mere Western Union would be sufficient. 
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main industrial power of two continents. It is a grouping within 
which we ourselves can wholeheartedly co-operate without fear 
of destroying existing connections: most of the difficulties of 
the main Commonwealth connection vanish, if the United 
States is in the combination. It is a grouping within which it is 
possible to solve the age-long problem of Germany: there 
can be no difficulty in devizing scope for German industry 
and German valour within a framework of this magnitude, 
It is a grouping, moreover, which corresponds to the main 
area of our spiritual solidarity : the United States, equally with 
Europe and the Commonwealth, is now the repository of the 
great tradition. Any attempt at supra-national organization 
on a lesser basis than this must necessarily be backward- 
looking ; only the pathetic snobbery of the poor relation and 
the perverse exhibitionism of the littérateur manqué can pretend 
that the fellow-countrymen of Jefferson and Lincoln have only 
cash and manufacturing power to contribute to the defence 
and advancement of Western civilization. 

But, as yet, it is but a basis, dangerously weak as regards 
immediate defensive power and insufficiently developed as 
regards direction and organization. A handful of uninformed 
fanatics in the Kremlin control and direct the unified striking 
power of Russia and her satellites. The solidarity of the West 
still depends to a large extent on the continuous conspiracy 
of men of goodwill, and is liable at any moment to be upset 
by the vagaries of popular election. It has as yet no common 
defence force. Its members are still free to conduct policies 
of economic warfare or exclusion against one another. There 
is no scope for the free movement of men or goods within 
its borders. How far can we go to remedy these deficiencies? 

For myself, I had better say at once that, given this grouping, 
I should not mind how far we went in the direction of complete 
federation. If responsible statesmen in the countries concerned 
were to agree to attempt to go forward with a draft of a full- 
blooded Atlantic Union (including of course the British 
Dominions and providing for a proper administration of 
dependent territories') they would have at least the cordial 
support of one British citizen. It is easy to see the various 

1 Such a project would almost certainly exclude India and Pakistan. They would not 
wish to be included and it would be difficult to devize electoral arrangements which were 
mutually satisfactory to all concerned. But this need not exclude continuing alliance. It 
should be noted, however, that it need do nothing to shake the continuity of our monarchi 


tradition ; the idea of federation does not exclude the possibility of monarchy in some of 
the constituent States. 
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jolts to our habits which an arrangement of this sort would 
involve. But if there were a general will to Union, I should 
hold these to be as dust in the balance compared to the 
advantages of a permanent consolidation of our common 
civilization. Needless to say, this need not involve slavish 
imitation of existing federations. Human ingenuity in this 
respect is not exhausted. If the people really wanted an 
Atlantic Union, it should not be difficult to invent all sorts of 
improvements on present models. 

But, having said this, let me hasten to say that I recognize 
it to be a day-dream. It is possible that, in the dreadful furnace 
of the struggles which may lie ahead, a construction of this 
sort may seem less fanciful than it does to our present Micaw- 
berish outlook. But, in present circumstances, so wide and 
sweeping a surrender of sovereignty is improbable. Moreover, 
in the present frames of minds, it would probably be imprudent 
to force the pace too much. Where economic affairs are 
concerned, as I shall argue later, any attempt to fit present 
national policies to the procrustean bed of complete federation 
would probably create more friction than it eliminated. From 
my point of view this happens to be regrettable. But it would 
be folly not to perceive it. 

What is fundamental in the next few years is not unity all 
round, within the area of the Atlantic Community, but unity 
and continuity in the sphere of foreign policy and defence. 
It is here that the immediate danger arises. It is here that 
there must be the basis for whatever degree of unity is 
eventually attained in other fields. 

Even here, I fear, it is Utopian to hope for a complete 
merger of sovereignty. It is not difficult to think out a new 
form of federation in which the federal power is limited to 
foreign affairs and the defence function.' But it is difficult to 
conceive, in present circumstances, of such a transfer of function 
on the part of, say, Congress or the U.K. Cabinet. Probably the 
most that can be hoped for on the foreign policy level is some 
continuous apparatus of consultation—some confederal council 
is perhaps the right term—and, on the level of defence, 
completely unified staff arrangements and all the apnaratus of 


? The argument that this cannot be done because of economic complications does not 
seem to me convincing. Defence finance would obviously have to be a federal function ; and 
there would have to be reserved general powers as regards economic measures on the part 
of the State which had an obvious influence on defence. It may be admitted that there 
would probably be a tendency for the powers of such a federation to expand. What is 
Cenied is the contention that it would not be sufficiently stable to begin with. 
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common command. The arrangements recently reached in 
London go some way in this direction; but obviously they 
are still very incomplete. If, on top of this, there could be 
arranged regular financial contributions to a pool for common 
defence services, proportionate, perhaps, to per capita income— 
it would do us all good sometimes to give as well as to receive, 
even if what we receive in the end comes to more than what 
we give—and if, to focus and enlarge those sentiments of 
solidarity and goodwill which have been evoked by the dis- 
cussions of Western Union, the present Council of Europe 
could be enlarged and rechristened the Council for the Atlantic 
Community, we should probably have as far as regards 
political apparatus as our present sense of urgencies will allow. 
Later on, we might hope for something more powerful. 

The main thing is that we should get used to co-operation 
on this basis, that domestic arrangements should be geared to 
its requirements and that adaptation to its continuous routine 
should become part and parcel of the presuppositions of 
political and administrative life on the part of each of the 
constituent members. That is why common staff arrangements 
and a common supreme command are so all-important. There 
is clearly a job to do here—the defence of the association is a 
job which is urgently necessary if our affairs are not to be 
disrupted by invasion. Let us go to it then. Let us, in the 
immortal words of Mr. Churchill, get so “‘ mixed up”’ that 
eventually we all come to realize how much we should be the 
losers if we attempted to disentangle ourselves again. 

But, if this is to be done, it must be done without reserve 
and alternative commitments. In particular, we must not allow 
the building of the Atlantic Community to be impeded by the 
distraction of our ideas and our energies by the idea of con- 
structing a “ third force’’ on this side of the Atlantic. This 
has always been a red herring, giving rise to the most para- 
doxical associations and misapprehensions. On one side of the 
Atlantic, it has been supported in the belief that such a“ force” 
would be a sufficient bastion against advancing barbarism, per- 
mitting less involvement in distasteful world affairs on the part 
of the U.S.A. On the other side, many of its leading sup- 
porters have been men who have never intended it to be a 
bastion at all—second-rate publicists and pathological America- 
haters who, if they were not definitely infected with the virus of 
the fellow-traveller, were at least so weak in understanding as to 
believe that, by proclaiming neutrality without being willing to 
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fight for it, they could enjoy immunity both from obligations 
and misfortunes. In the past, the project of a united Western 
Europe, the repository and the defender of the traditions of 
three thousand years, was at least a fine ideal, perhaps not 
altogether unrelated to the practical needs of the situation. But, 
at the present day, this is an idea which must be transcended. 
The culture of the West has spread far beyond the confines of 
Europe and has formed ties and connections which cannot be 
fitted into such a narrow framework. For its effective defence 
nothing less than the association of the entire Atlantic Com- 
munity is appropriate. 


VI 


ECONOMIC POLICY IN THE ATLANTIC COMMUNITY 


Once it is realized that nothing short of the Atlantic 
Community is a suitable unit for the joint organization of 
foreign policy and defence, any presumption in favour of 
supra-national economic organization on a lesser regional basis 
tends to lose much of its substance. In particular, it becomes 
very doubtful whether it is worth while trying to build up 
specifically Western European organizations, especially if 
these are on a restrictive basis. 


The Pros and Cons of Economic Regionalism 


Let us look for a moment at the arguments in favour of 
such measures. Undoubtedly the most plausible relates to 
just such a position as that in which the Western European 
countries (among others) have found themselves recently—a 
position of acute unbalance with some other area or group of 
areas, in this case the dollar area. In such a position it may 
be argued that if measures are adopted which restrict trade 
all round, trade between members of the group which might 
otherwise be usefully carried on will be prevented and 
unnecessary dislocation caused. Hence the justification for 
discriminatory measures and the consolidation of regional 
arrangements. 

At first sight, the argument is plausible. And it may be 
admitted that, in such a position, restriction of imports from 
the third area, while imports between the areas with the passive 
balances continue, seems a sensible course. But, before this is 
built up into an argument for discrimination and regionalism, 
the diagnosis needs to be carried further. What is the funda- 
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mental reason for the persistence of disequilibrium of this sort? 
Obviously the systems of internal prices and costs have been 
out of relation to existing rates of exchange. We need not 
investigate here the question whether this disharmony arose 
because of external misfortune or internal inflation—in the case 
of most European currencies which are in trouble it has pretty 
obviously been a mixture of both—the fundamental point is 
that exchange rates have been inappropriate. Therefore, rather 
than clutter up the channels of trade with a series of dis- 
criminatory trade restrictions, easy to impose but almost 
impossible to manage scientifically, and liable to cause all 
manner of friction and disunity in international political rela- 
tions, surely, in such cases, the appropriate remedy is adjust- 
ment cf exchange rates. This is a measure which need involve 
no special regional organization. The adjustment of each rate 
can be related to the internal conditions of the area concerned, 
It is true that, if such adjustments are not to give rise to 
retaliation and competitive depreciations, some international 
organization is needed. But for this purpose, in the nature of 
the case, what is needed is not the regional organization of 
those who need to depreciate but a comprehensive organization 
of those for whom depreciation is necessary and those for whom 
it is not—the very reverse of economic regionalism. 

The argument which we have just been examining depends 
essentially upon the existence of circumstances which may very 
well be transitory. It is, moreover, highly technical in nature. 
More ambitious in its claim, and more widespread in its appeal 
is the argument which evokes the long-run economic advantages 
of the creation of wider markets. Let the countries of Western 
Europe create large enough markets, it is said, and the 
advantages of large-scale production will then be available to 
increase their productivity. 

It is important to observe that the argument here is not 
the same as the argument for freer international trade all round, 
although it is often confused with it. There is in fact an 
important difference. From the international point of view, a 
general lowering of obstructions to trade has a single sig- 
nificance: it permits greater international division of labour. 
But the creation of larger economic regions, a preferential 
area or a customs union, necessarily has more varied effects: 
it permits greater specialization within the area but probably 
involves less specialization as between this area and other parts 
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of the world. A European Customs or Preferential Union 
would involve freer trade within its borders. It might well 
involve greater restriction on trade between its constituent 
members and other parts. The problem of deciding on its 
desirability is, therefore, in the nature of things, more complex 
than the problem of deciding on the desirability of a general 
lowering of obstacles to trade. The argument for the Customs 
Union is not just the argument for freer trade. 

Now it may be conceded freely that if it were possible, 
on the basis of a low unified tariff, to create a free trade area 
over the whole of Western Europe, that would probably carry 
with it important advantages. But, as we have seen at an 
earlier stage in the argument, a development of this sort is 
extremely improbable. Even if we abstract from the difficulties 
due to the absence of a common political authority, it must 
surely be agreed that the more probable outcome would be a 
tariff schedule and quota regulations which, for many of the 
constituent countries, would involve higher rates and stronger 
obstacles against imports from the outside world than those 
which prevailed before. In such circumstances, the benefits 
of such an arrangement would be much more dubious; and 
compared with other methods of bringing about a general 
lowering of obstacles—of which more hereafter—its attractions 
might well disappear. 

But this is not all. When we consider such measures in 
relation to the grand objective—the consolidation of the 
whole Atlantic Community—it is easy to see that a restrictive 
regionalism within that Community may not only have very 
faint positive advantages but may also carry with it certain 
obvious and tangible dangers. Arrangements which mean that, 
within that Community as a whole, goods from some areas 
suffer disadvantages in trade in comparison with goods from 
other areas, are extremely likely to breed friction and misunder- 
standing. Arrangements whereby, in the commercial regula- 
tions of Western European markets, American and Canadian 
goods have permanently to be discriminated against, are 
likely to cause trouble. These things may be tolerated now 
when they can be represented as emergency measures. But, 
if they are made the basis of long-run policy, they will be 
resented. To pursue unity in the spheres of foreign policy 
and defence, and disunity in the spheres of economic policy 
does not seem to be a sensible procedure. 











20 


A Common Tariff and a Common Currency for the Atlantic 
Community as a Whole? 


If the above analysis is correct, it might seem to be a 
proper inference that the appropriate policy for the members 
of the Atlantic Community would be the adoption, not only 
of unified foreign policy and defence arrangements, but also 
of unified economic arrangements as well. Why should there 
not be a Customs Union and a common currency not for 
Western Europe only, but for the entire Atlantic Community? 

The idea is an attractive one. Although this would not 
necessarily be the creation of freer trade for the world as a 
whole, yet it would cover a sufficiently large proportion of 
the planet to constitute a very workable economic unit; and 
if it would serve to strengthen the basis of political and military 
collaboration, there would be almost everything to be said in 
its favour. 

But the proviso is all important. Would it in fact 
strengthen the movement to unity in the sphere of foreign 
affairs and defence? In present circumstances, this is very 
doubtful; indeed, a contrary tendency is to be suspected. 
For federation, or near-federation on the American model 
(which is, of course, what in fact we are talking about in this 
context) implies the will to relatively liberal economic policies 
on the part of the constituent States. It may be a wrench, a 
blow to national amour propre, to surrender the right to 
regulate inter-state trade and the volume of credit. But it is not 
an intolerable loss. At the present day, however, the policies 
and outlook of the various States of the Atlantic Community 
are not all liberal in this sense. In various countries, the people 
are resolved to carry out experiments involving a greater 
degree of control of the economic process. Although, from 
my private point of view, it would not be any great sacrifice 
to see much of this go by the board, or, in the case of the 
central regulation of aggregate outlay, taken over by a larger 
authority, I cannot think that this attitude is likely to be at 
all general, at any rate until a good deal more experience has 
been had of the experiments in question. I suspect that, if 
people were asked, as part of the process of the formation of 
the Atlantic Community, to surrender their autonomy m 
economic affairs to the extent involved by the creation 0 
common commercial and common monetary arrangements, the 
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effect would be, not to make them more willing to co-operate, 
but less. 

If this is true, it would be unwise to couple the present 
proposals for unification at the defence and foreign policy 
level with proposals for such far-reaching changes in arrange- 
ments in the economic sphere. 


Common Codes of Economic Behaviour 


But does this mean that there is nothing to be done about 
international economic relations—that within the Atlantic 
Community, as outside, there must continue to prevail an 
international anarchy, the inhabitants of each national area 
behaving as a law unto themselves ? 

By no means. Such a state of anarchy would carry with 
it tendencies as eventually dangerous to the Community as a 
state of enforced uniformity. It is not true that economic 
nationalism has been the major cause of war and international 
friction in modern times. But it is true that it can be an important 
aggravating factor. The pursuit of policies of unregulated 
exclusion and restriction on the part of the constituent States 
could play eventual havoc with the stability of any loose 
political association, such as that which is in contemplation 
here. What is needed, therefore, is neither enforced uniform- 
ity, nor anarchy, but rather agreement so to conduct the 
affairs of the different constituent States as to avoid the more 
flagrant forms of beggar-my-neighbour policy and to conform 
to generally accepted codes of commercial and financial 
behaviour. 

But what is this but the general objective of the inter- 
national economic organizations which have already come 
into being or which are waiting to be adopted—the inter- 
national financial organizations, the Fund and the Bank, 
and the proposed International Trade Organization. It is very 
easy to find imperfections in the detailed statutes of these 
bodies. The clarity of the original aims has been smeared 
over by a hundred compromises in the course of their trans- 
lation into practical codes and practical institutions. Never- 
theless, I am convinced that, in broad conception and objective, 
they are fundamentally sound and, if properly used, are well 
Suited to meet many of the requirements of the Atlantic 
Community and other like-minded peoples'. The product of 
; From this point of view, I see no serious objection to the fact that the membership of 
these organizations is wider than the membership of the Atlantic Community, though it is a 


sortunate circumstance, given their present frame of mind, that the countries behind the 
‘ron Curtain have almost ceased to play any part in their business. 
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the best expert knowledge and the best idealism of both sides 
of the Atlantic, they have an important place in the vision of 
hopeful future. 

So far, however, it would be idle to pretend that they have 
had the success or influence which was hoped at the time of 
their inception. The progress which has been made towards 
the achievement of conditions in which the common codes 
are observed and the common facilities used, as it was hoped 
they might be used, has been disappointing. Why is this? 

The answer, I think, is twofold. Partly, no doubt, it is 
because we have been half-hearted in these matters ; there are 
at least some of us who do not wish for a liberalization of inter- 
national economic relations. But partly it is due to the fact 
that the planning of these institutions and codes did not pay 
sufficient attention to the formulation of policies for the transi- 
tion from the war-time conditions amid which they were 
thought out to the full peace-time conditions in which it was 
hoped they would work. It is true that the various statutes 
contain, almost ad nauseam, clauses relating to exceptions 
permitted during this period. But there was no real plan for 
easing the transition through. The resources of the financial 
institutions were obviously inadequate for such a purpose. 
The U.N.R.R.A. funds were deliberately limited to the prob- 
lems of physical relief. Only in the case of the United King- 
dom line of credit, the famous Keynes Loan, was any attempt 
made to link the transitional policy with long-term goals, and 
this on so hastily improvized a basis that it was not surprising 
that it proved inadequate. The result has been that through 
this actual transitional period, courses very ill-co-ordinated 
with the aims of long-term policy have been pursued. The 
countries which have been in difficulties have grasped at any 
straw which they thought would save them ; and the countries 
which were not in difficulties, having no settled plan, have not 
given consistent guidance. This applies even, I venture to 
say, to the Marshall Plan itself. It is not always easy to trace 
any very close connection between the various policies of the 
E.C.A. and the broad objectives of the State Department. 
And even in the sphere of broad objectives neither the United 
States, nor any of the other Governments concerned, has a 
record of obvious consistency. 

If this is true, it has a very important bearing on our 
conceptions of appropriate future policy. If we accept as our 
aim the defence and advancement of the Atlantic Community, 
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then this must be the touchstone of all inferior aims of policy. 
If we agree, for the reasons set forth above, that, in the long 
run, this aim is best served, in the economic sphere, by the 
declared objectives of existing or projected international 
organizations, then the criteria of day-to-day policy are 
established : we must judge the various proposals which are 
put forward for daily action according as they advance these 
ends. If this is agreed, then I fancy that it involves some con- 
siderable change of emphasis in many economic policies now 
under discussion : less emphasis on the removal of specifically 
European obstacles, more emphasis on the removal of obstacles 
wherever they occur; less emphasis on local convertibility, 
more emphasis on convertibility in general ; less emphasis on 
global European aid, more emphasis on the solution of the 
specific problems of the disequilibrium of particular countries. 
This may mean a considerable change in habits of mind on 
both sides of the Atlantic. But if the argument of this paper 
is correct, it is not for that reason out of line with the main 


objective. 
VII 


SUMMARY AND CONCLUSION 


Let me try to recapitulate what that argument is. I 
began by arguing that the main projects of European economic 
integration all involved, if carried any length, something like 
complete political union. I then suggested that such a union 
must necessarily be unacceptable to this country, both because 
of the general Commonwealth connection and because of the 
dependence of our defence arrangements upon connections 
with other parts of the world. This led to the inquiry whether 
Western European Union was likely without British participa- 
tion, to which inquiry the answer was negative. I then 
argued that the apparent impasse was due to a failure to 
realize that in respect of the most fundamental need of all, 
defence, the conception of mere European Union was 
inadequate, and that here, and in the sphere of foreign affairs, 
the logic of events was forcing us more and more to realize 
that nothing less than the integration of the Atlantic Com- 
munity as a whole would meet the requirements of the situa- 
tion. I urged that we needed to replace in our heads and in 
our hearts the lesser and, as I see things, probably abortive 
project of European Union by this more ambitious, but more 
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practical and more congenial, project. Finally, I argued that, 
given this goal, there is very fittle to be hoped and much to 
be feared from lesser economic regionalism and that, whereas 
in the sphere of foreign policy and defence it is desirable to 
make the integration as close as is practically possible, in the 
sphere of economic policy it is better to proceed at a sedater 
pace and to take as our present objective the realization of the 
aims of certain existing international institutions ; and I have 
tried to indicate certain directions in which current policies 
need to be reformulated in order to aid this process. 

The project of European Union draws support from two 
kinds of advocates: those who regard it as an end in itself and 
as a definite alternative to the consolidation of the Atlantic 
Community, and those who regard it as a stage on the way to 
the larger synthesis. To the first of these groups, this paper has 
nothing to say, save ultimate disagreement. But to the second, 
I hope it may at least be an occasion for pause and reflection ; 
for it is its central argument that theirs is not the right way, 
that, although we have an ultimate goal in common, the road 
which they urge us to take in fact leads in the other direction 
—if indeed it leads anywhere at all, save to confusion of 
counsel and disunity in the face of very pressing and very 
serious dangers. 


LIONEL ROBBINS. 
London School of Economics. 


12th June, 1950. 


Note 


Since writing this paper, there has come into my hands an important monograph by 
Professor Jacob Viner, The Customs Union Issue (recently published by the Carnegie 
Endowment for International Peace ; London: Stevens and Sons, Ltd.). This authoritative 
work deserves the serious attention of all who are interested in the question of economic 
regionalism discussed in Section VI above. I am happy to find that on the general economic 
of customs unions and their significance as a cure for present difficulties, the conclusions 
which I have reached are not dissimilar from those which emerge from Professor Viner's 
much more exhaustive study. 
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The Dollar Siege 
By Honor Croome 


T is a matter of surprisingly wide, though not, indeed, 
universal agreement, that long after all justification 
has ended for the general siege economy of the War and 

immediate post-war years it will still be necessary to pursue 
siege methods in dealing with dollar transactions. That 1952 
may, with luck, find Western Europe with its overseas territories 
sufficiently “‘ viable’’ to maintain its living standards and 
employment at present levels without further subsidy is already 
a tremendous assumption; it would be an enormous relief to 
know that it was justified; and to justify it in fact is very 
properly the major aim of European economic policy. This is, 
however, only an assumption that the siege can be indefinitely 
endured. That it can be actually raised, that Europe and the 
non-dollar world generally can look forward to conditions in 
which dollars could be freely traded in without catastrophe, is a 
very much rasher hope. For an indefinite period, so argument 
runs, dollar resources must be husbanded like water in the 
desert; a strictly authoritarian, even if enlightened, discipline 
must determine their use, assigning them to purchases of only 
the very highest collectively-determined priority; and the 
activities of the whole non-dollar world must continue to 
revolve around the dollar balance. 

This is a dismal prospect. It means a circumscription of 
liberty both for producers and for consumers, over and above 
what other political and economic factors—already, on any 
liberal view, uncomfortably strong—may dictate. It creates 
tension between America and her Allies—one need only 
think, for instance, of oil and of films. And finally it falsifies the 
rational basis of international economic co-operation. So long 
as the siege continues, there is hardly a commodity entering into 
world trade on which a genuine world price can be set; the 
ptices paid in particular transactions, even when they are not 
the mere book-keeping expression of bilateral barter, reflect 
not the balance of world supply and demand but the distribution 
of both between the dollar area and the rest. Neither the 
calculations of individuals nor those of planners can, while the 
siege continues, take account of any such real balance. Even 
those who contend that comparative costs afford no reliably 
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rational basis for the international division of labour can hardly 
deny that it is just as well, when budgeting for, say, an increase 
in home agricultural production, to have some notion of world 
prices for grains, meat, and so on—a notion now almost com- 
pletely lacking. 

These disadvantages of the dollar siege—its buttressing 
of authoritarianism, its capacity for generating international 
friction, and its falsification of economic data—are distinct 
from, though of course connected with, the relative poverty of 
the non-dollar world. A community can be poor without being 
“‘ short ”’ of any particular currency ; India is poorer than the 
United Kingdom, but India does not suffer from a “ sterling 
shortage ’’—on the contrary. The circumstances necessitating 
the dollar siege are an evil superimposed upon relative poverty; 
and the purpose of this article is to analyse these, to enquire 
whether they are transitory or permanent, the result of war, 
remediable errors of policy and irrationalities on both sides of 
the Atlantic, or, as it were, built into the very nature of the 
twentieth century world economy. To conclude in the former 
sense is not, of course, to forecast a certain, let alone a rapid, 
bettering of those circumstances and lifting of the siege; to 
conclude in the latter, however, is not to despair of improve- 
ment. 


THE TRIPLE DOLLAR PROBLEM 


One may say that Europe’s dollar problem presents itself 
in the guise of a three-headed monster; as a problem of 
absolute physical poverty, of intractable obstacles to transfer, 
and of dynamic disequilibrium. It will be argued later that one 
head of the monster 1s, for all its forbidding appearance, a mere 
shadow of the other two; that the transfer problem reduces 
itself to something quite secondary when they are mastered— 
but, by the same token, remains until then insoluble. The 
dollar problem, in fact, falls into perspective as part of the 
economic problem confronting all humanity; the problem 
constituted on the one hand by the inadequacy of man’s 
resources to his needs and ambitions, on the other by those 
strains and stresses generated in the very process of overcoming 
that inadequacy. 

It has just been said that the dollar problem and the 
problem of poverty are not the same thing—an apparent 
inconsistency which had better be cleared up right away. 
Poverty in the sense of a low but stable and accepted standard, 
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to which ways of life and social structures are adjusted, is very 
different from poverty in the sense of a collapse, impossible to 
adjust to, of pre-existing standards—the poverty of the 
devastated area, the earthquake zone, the dust-bowl, the group 
extricating itself from, or facing, actual disaster. (Poverty of 
the first kind can, of course, all too easily become catastrophic 
through population pressure or indeed through mere psycho- 
logical change. But to explore this question, highly relevant 
as it is to Far Eastern affairs, would be to wander too far.) It is 
the poverty of catastrophe which was the overwhelmingly 
important ingredient in Europe’s dollar problem on the morrow 
of liberation, and which received emergency first-aid in the 
shape of U.N.R.R.A.’ At the primary, emergency level, para- 
doxical as it may seem, “ dollar shortage’’ as such hardly 
enters in. It is shortage, unqualified, which matters; transfer 
the conditions of Europe, 1945, to, say, the Southern States of the 
Union, and the rest of America would have had to ask itself, 
and act upon the answer to, precisely the same question: 
“Ts it morally tolerable, politically safe, and in the long run 
economically wise, to permit chaos, disease, starvation and their 
political sequelz to develop while we have the power to prevent 
them ? ”’ The existence of a common currency, the absence of 
tariff barriers, the comparative uniformity of laws and customs, 
would not in themselves have nullified the troubles of a 
hypothetically devastated and exhausted, let us say, Mississippi 
Basin; troubles common to all devastated areas, whether 
immediate aid and hope of future earning power is to be found 
inside or outside the currency and customs area to which they 
belong. In this sense, Europe’s remaining dollar shortage 
equals a remaining shortage of general capacity to produce, of 
sheer physical productive power per head; and the remedy 
lies straightforwardly in re-equipment, rehabilitation, and the 
building-up of working stocks and working capacity. 
Supposing the shortage of productive power once 
remedied, however, there looms up the sequence of difficulties 
generally described as the “‘ transfer problem,” that of directing 
that productive power in such a way as to generate transferable 
goods and services, acceptable, whether directly or through 
third markets, to the dollar area. To apply the notion of transfer 
difficulties only to nations is actually misleading. Every 
individual, every firm, every region within a single national 
area, has a “transfer problem” in the sense that mere 
undifferentiated productive power must be used for the right 


* U.N.R.R.A. = United Nations Relief and Rehabilitation Administration. 











28 


purposes, and its products priced at the right level, if they are 
to be used in exchange ; and any drastic change of circumstance, 
commercial or technical, may render an existing answer 
obsolete. One might almost define an unemployed worker as 
one confronted with an intractable transfer problem; his 
position is obviously different from that of the cripple or invalid 
whose productive power, like that of the devastated area, is 
totally lacking or hopelessly inadequate, but it may well be 
equally uncomfortable economically. 

Technically, the international transfer problem has been 
regarded as a matter of institutional mechanisms, of the 
difficulty, in certain circumstances, of turning claims on one 
currency into claims on another without undue disturbance. 
The fact that national areas have national currencies and 
banking systems which control national credit movements, 
that they are divided by nationally-imposed obstacles to the 
movement of men and of goods, makes any transfer problem 
affecting such an area peculiarly sharp and throws it into a 
higher relief than the similar problems of smaller economic 
entities. But the institutional mechanics of transfer and the ills 
afflicting them, important as they may be in aggravating or 
variously distributing the impact of transfer difficulties, are 
not of the essence. An unduly rigid and unadaptable 
mechanism may add to any situation difficulties which its 
reform, in turn, may ease, and nationally-imposed obstacles 
can be and are actively disequilibrating influences. Essentially, 
however, the transfer problem remains for the national area 
what it is for any other economic group, a matter of adapting 
general productive power to the production of the marketable 
as against the unmarketable. 

Comparison may be useful. In a province or region (saya 
Development Area of Great Britain) where productive power1s, 
for one reason or another, failing to generate the right things 
at the right prices, the transfer difficulty expresses itself m 
terms of falling profits and unemployment in local industry, 
of general unwillingness to invest locally, of a vicious circle of 
selective migration, higher social costs, and narrowing 
opportunity. In a national area using a national currency, the 
same basic situation appears in the form of an identifiable 
adverse balance of payments and flight of capital, and of 
consequent pressure on the exchanges—a famine of Devisen. 
Local groups do not find themselves faced with discrepancies 
of price-level and cost structure as wide as those affecting 
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national groups—willy-nilly, there has always been some 
keeping in step—and, moreover, they benefit, as national 

ups had never done up to the launching of Marshall Aid, 

m the solidarity of the larger group of which they form part ; 
from the redistributive effect of taxation and from the policies 
implied in the very name of a Development Area. National 
authorities, on the other hand, have the option, which local 

ups lack, of dealing with the shortage of claims on the rest 
of the world by rationing them, of prohibiting the transfer of 
capital, and of manipulating the terms and quantities of exports 
and imports by fiscal means. 

The incongruities of these aggressive-defensive national 
economic policies add so much to the difficulties of adjustment, 
and their effect in falsifying prices and exchange rates is so 
obvious, that it is tempting to see the transfer problem merely 
as a matter of sweeping them all away; back to Free Trade, 
back to non-discrimination, back to full convertibility, or on, 
perhaps, to currency union and federation. But desirable as this 
return or advance may be on general grounds, it does not in 
itself end the basic difficulty of adapting productive power, 
grown obsolete or misdirected, to the right forms and uses. 
All it could do is to reveal in possibly salutary nakedness the 
need for that adaptation ; to label the economically maladjusted 
national group as a Development (or Special, or Depressed) area 
of the world. 

Not so many years ago the summing-up could have stopped 
there, as the description of a problem complex enough in all 
conscience but still limited comfortably to the dimensions of a 
once-for-all adjustment. There must be a difficult and uncom- 
fortable major adaptation, a change in the pattern of the 
geographical division of labour. It may fail, as a necessary 
surgical operation may fail. Given, however, success in the 
operation, Nature will see to the re-establishment of function. 

othing in the state of economic knowledge when the world 
was struggling to recover equilibrium after the First World 
War suggested a permanent, progressive and, as it were, 
inoperable maladjustment. 

Today, new and disquieting perspectives have opened up. 
After the physical aspect, after the transfer aspect, there has 
to be considered the employment aspect; a not altogether 
satisfactory term by which to denote the dynamic pressures 
exerted, on the level of economic activity within each economic 
unit, by exchange between units of widely different absolute 
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roductive power and progressing at widely different rates, 
he problem constituted by these " emwage can be stated in 
perfectly general terms, without reference either to war-time 
devastation or even to the technicalities of transfer. Let a 
large group or area A for any reason establish a considerable 
absolute lead in production per head, giving rise to a corres- 
pondingly considerable superiority in its margin available for 
investment, which will mean a progressive widening of the 
absolute lead and so da capo; then, the reduction in costs in 
that area, when translated into lower export prices, will exert an 
unremitting deflationary pressure on the rest of the world, which 
can benefit from A’s low-priced exports only at the cost, first, 
of continuous downward adjustment of its own price levels 
(inimical to full employment), and, secondly, of structural 
unemployment during the adaptations forced by concurrent 
changes in comparative advantage. If at the same time A, by 
reason of the large proportion borne by savings and investment 
to a large national income, is more subject than the rest of the 
world to fluctuations of economic activity, this effect will be 
periodically enhanced by “‘ exports of unemployment ”’ from A. 
In sum, it is possible that the gains to be derived from A’s 
increasing productivity, from the growth in mankind’s power 
over the environment which that increase represents, may be, 
so far as the rest of the world is concerned, more than wiped 
out through the wastages of unemployment both of men and 
of other resources. It follows that the rest of the world may 
quite rationally choose to insulate itself in some measure 
against A, to refuse to take advantage of the over-costly 
opportunities of progress which unfettered trade with A would 
offer; to restrict, in a word, trade with A to what can be 
financed from the proceeds of exports produced without 
catastrophic deflation or unduly painful readjustment of the 
relative scale of industries. Such a choice, however rationally 
based, involves discrimination against A; discrimination 
carried out by any means from the most straightforward tariff 
to the most Schachtian complexity of exchange control. 
Reading, as one obviously can, America for A, one can see 
powerful reasons for expecting the dollar siege to continue i 
its present essential shape not merely through the period of 
post-war adjustment but until some really large, unforeseeable 
and, on the whole, very improbable change shifts the balance 
of economic power once more against the dollar area. 
Such, in extremely sketchy form, is the logical skeleton 
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of the dollar problem and raison d’étre of the dollar siege: the 
immediate, physical poverty aspect, the technical transfer 
aspect, and the long-run, dynamic employment aspect. What 
can one say about the actual importance, today and in 1952, of 
these three ? 


How Poor 1s EuRopE? 


Certainly, it is hardly possible on the information available 
to give them distinct quantitative weights. Even the assessment 
of physical poverty is elusive. It has been calculated (by Mr. 
Colin Clark) that even Britain, least favourably placed for the 
purpose of all European States, could be literally self-sufficient, 
even with her present numbers, on a potato-and-herring 
standard. A totally autarchic Western Europe enjoying the 
benefits of mutual trade would, one might suppose, do better ; 
a Western Europe trading eastwards and with its tropical 
dependencies better still. European estimates of “ essential ”’ 
dollar imports, and estimates derived therefrom of the amount 
of American aid “‘ needed’’ between now and 1952 (and 
possibly in other forms thereafter) can on this reckoning be 
regarded merely as reflections of the conventional European 
standard of living ; a standard, it might be unsympathetically 
said, possessing no more sanctity than that of any individual 
family which, having suffered financial reverses, can be 
reasonably enjoined to move into smaller quarters and grow its 
own vegetables. Only, of course, even with the most ferocious in- 
dependence of spirit and determination tocutone’scoataccording 
to one’s cloth, the physical embodiments of the accepted British 
or European standard of living cannot be transformed over- 
night into potatoes, herrings, and the means of producing these 
in sufficient quantities ; the interim—possibly of a generation— 
would be a matter of squalor, starvation, collapse, and of the 
totalitarian infection which thrives on such conditions like the 
bacillus of gas gangrene in a dirty wound. The possibility, in 
fact, that Europe in general and Britain in particular could in 
the long run “ live of their own” is neither politically nor 
humanly relevant ; and the notion of long-run adjustment to a 
total absence of dollars is all the more unreal since dollar-earning 
ability increases potentially with productive ability in general. 
One cannot measure the distance from a hypothetical dollarless 
“floor” to the level of our present precarious habitation ; 
there is no floor, only an unsoundable abyss. 

One cannot, therefore, say “‘ Of the dollar aid received and 
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receivable, so much can be assigned to the prevention of sheer 
poverty—an amount measured by the superiority of existi 
standards over what could have been sustained without it— 
so much to the easing of the transfer problem or to long-run 
dynamic adaptation.” The aims of dollar aid may have shifted 
on balance from the relief of poverty (with U.N.R.R.A,) to 
something more long-sightedly constructive (with E.R.P.)! 
but the change in intention and emphasis is not translatable 
into quantitative terms. 

One can get a not too discouraging first approximation to 
an answer for the question “* How far has war-induced poverty 
been conquered? ’’—the rehabilitation question—from the 
statistics of productivity provided by the O.E.E.C. and E.C.E, 
reports*. The approximation, however, is uncomfortably wide. 
In commodity after commodity, agricultural and industrial, 
there appears a reasonably cheerful picture of rising production, 
equal to or surpassing pre-war levels, though still, given the 
increase in population over the same period, inadequate for 
the maintenance of standards. But what further increase must 
be reckoned necessary to make up (directly or in trade) for the 
loss of income from overseas property remains unknown; 
the pre-war totals are on record, but on what terms will the 
rest of the world supply, in exchange for European products, 
those goods in which it used to discharge its obligations? 
Moreover, a more fundamental weakness in the evidence, 
there is the fact that present levels of European production 
themselves depend on an inflow of commodities only maintained 
by American aid. The importance of E.R.P.-financed imports 
to the European economy is no more to be measured by the 
proportion they bear to total production than the importance 
of the horseshoe nail in the nursery rhyme was to be measured 
by the proportion of its size to that of the kingdom whose fate 
was settled by its loss. The magnitude ‘‘ European productive 
power ’’ is not, in fact, autonomous ; and the fact that, broadly 
speaking, the production of Western Europe was back, by 1949, 
to something over the 1938 level is not in itself conclusive 
evidence that the rehabilitation job can be considered as done. 

A sense of proportion, however, does suggest that its 
back may be regarded as broken; that henceforward the 


1 E.R.P. = European Recovery Programme. 


2 O.E.E.C. = Organization for European Economic Co-operation; E.C.E. = Economic 
Commission for Europe. 
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emphasis is likely to shift progressively to the problems of 
transfer and of dynamic adjustment, problems for whose 
solution the level of production constitutes the most important, 
but not the only, datum. 


TRANSFER PROBLEM: INTERNAL AND EXTERNAL 


To deal with the transfer problem from its technical and 
institutional side, to describe and criticize in detail the Intra- 
European Payments Scheme, its successor the European 
Payments Union, the smaller groupings such as Benelux 
and Uniscan, to study the special role of sterling and the 
complications introduced by the sterling balances, would be 
to expand this essay to a treatise and to sidetrack the argument. 
It may be more fruitful to begin with a childishly simple 
analogy. Most people have at some time in their lives played 
one of those games of Patience (“* Blue Moon ”’ is perhaps the 
most satisfactorily maddening) in which the aim is to sort an 
originally random disposition of cards into four suits by laying 
them out according to rule. In such games the villain is apt 
to be the King. Nothing can be stacked on him; he is the 
end, the Stop sign, the impassable barrier. A promising 
sequence of moves, representing a long step forwards from 
chaos to order, may have to be turned down by the long-sighted 

layer because it will leave him eventually with a King on his 
mod So in international trade today every sequence of 
exchanges in the non-dollar world, whether on current or 
capital account, has to be scrutinized lest it eventually leave 
one party holding a King, in the shape of a gold or dollar debt 
which it cannot meet. The European transfer problem is 
partly internal—a matter of lengthening the sequences, of 
turning them into closed circuits or at least postponing the 
moment when the King turns up ; this is, broadly, the purpose 
both of existing bilateral and regional agreements and of E.P.U.; 
but partly, and far more fundamentally, it is external, a matter 
of escaping from the “‘ Patience ’’ situation altogether, so that 
dollar obligations no longer play the role of Kings but take their 
place among others in a circuit endless because worldwide. 

Were the external problem solved, the internal problem 
would virtually solve itself. The “ conditional payments” 
under E.R.P. have, of course, precisely the intention and effect 
of freeing, to some extent at least, European trade from a 
paralysing preoccupation with eventual dollar obligations. At 
the same time, pressure from America and a certain growth of 
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conviction in Europe itself have resulted in the clearing away 
of many quantitative restrictions and the prospective abolition 
of more. Economically speaking, integration has progressed 
and is progressing (though in spite of the Schuman plan 
nothing like the United Europe regarded by many American 
enthusiasts as the proper consequence of E.R.P. is yet in sight), 
This is the same thing as to say that Europe has overcome, to a 
significant extent, its internal transfer problem. 

So far, so good; but this partial victory, like the partial 
victory in the field of physical production, is not merely 
incomplete but provisional. It depends on the availability, in 
the last resort, of E.R.P. dollars to meet the ultimate dollar 
obligations arising from intra-European trade; on American 
willingness to deal with the intractable Kings. Without that 
willingness, or, in the absence of aid, without the possibility of 
obtaining by normal trade or long-term credit the means of 
meeting these ultimate dollar obligations, this precarious 
economic integration would rapidly crumble back into self- 
defensive autarchies. ‘‘ Debtors ’’—to quote the Economist of 
last December 24th—* will throttle their trade rather than 
run up a deficit ’’—when the deficit in question means having 
to find gold and dollars which simply are not there. 

It may be perfectly true that many surviving restrictions in 
intra-European trade are motivated less by the experience, or 
the fear, of balance-of-payments difficulties than by old- 
fashioned protectionism, subservience to vested interests, or 
(especially in the British case) a dislike of subjecting the 
awkwardly-balanced monolith of the Planned Economy to 
uncomfortable jerks and bumps from outside. In so far as this 
is true, there is scope for trade liberalization even apart from 
the safeguarding of the eventual dollar position. But there 
does remain, so long as the dollar siege exists, an obstinate 
contingent threat to that European integration so often spoken 
of as a panacea for dollar shortage. Paradoxical as it may seem 
(particularly to American opinion), European integration, even 
in the limited sense of a return to the relatively free trade and 
full convertibility of twenty years ago, depends on the solution 
of Europe’s external transfer problem, and not vice versa. 

What, then, of this transfer problem itself? There is a 
sense in which any such problem appears soluble by the 
adoption of appropriate terms of trade. There must, it would 
seem, be somewhere an exchange rate for the dollar capable 
of equilibrating supply and demand ; if dollar goods are dear 
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enough in terms of European currencies, there will be no such 
pressure to buy them as to make the rationing of dollars 
necessary; if European goods (and those of their overseas 
territories) are cheap enough in terms of dollars, American 
buyers are bound to purchase them in preference to their own. 
The nineteen-twenties tried to solve the transfer problem 
within the framework of the gold standard; with a more 
realistic attitude to exchange rates, should not the problem 
vanish ? 

The discouraging answer can be deduced from the 
argument of preceding sections. European productivity itself, 
the source from which dollar-earning goods and services are 
directly or indirectly generated, depends upon a certain volume 
of dollar imports. If, with that productivity at its present 
inadequate total, all European currencies were left by a 
sweeping return to economic liberalism to find their own level, 
all quantitative controls on dollar imports removed, and their 
amount and nature left to be determined by what, at current 
exchange rates, the European buyer could afford, that volume 
would certainly fall below the minimum necessary to sustain 
production at its present level. From lower production, less 
would be available for export ; with less available for export, 
further pressure on the exchanges, a further decline in European 
buying power, and a further reduction in essential dollar 
imports, would cumulatively ensue. It is not merely a 
question of lowering the present standard of living, but of 
cutting at the roots of even that partial solvency which Europe 
has so far attained. 

This argument should not be understood as an assertion 
that exchange rates do not matter. Of course they do. There 
must in any situation be a “ best’’ exchange rate, even if it 
only makes the best of a bad job. This practically “ best ”’ 
rate would represent a compromise between the over-valuation 
of European currencies (which keeps down the volume of dollar 
goods earned because it discourages the purchase, by Americans 
or their suppliers, of the European goods which earn them) 
and the under-valuation which achieves the same unfortunate 
result by a cut in the dollar value of each unit exported so 
severe that no practicable increase in the number of these 
units can outweigh it. But to determine the rate which will 
result in a maximum outlay of dollars is not to ensure that, in 
the given circumstances, that maximum outlay will be sufficient 
for equilibrium. In this insufficiency is the core of the transfer 
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problem, the problem to which every economic document on 
the subject harks back sooner or later : how can that outlay be so 
increased as to provide means for the non-dollar world to 
purchase its dollar-area requirements ? 

This is very well-trodden ground. There is the American 
tariff ; slash it really effectively instead of, as has happened with 
many items, from the three-times-over prohibitive to the merely 
prohibitive, and dollar outlay will naturally increase. There is 
the no less deadly customs procedure, weighting the scales 
against many imports which might otherwise, even with the 
tariff in force, be competitive. There are shipping regulations 
and subsidies which bar the way to what would otherwise be a 
hopeful expansion of “‘ invisible” exports. There is above all 
what might conveniently be labelled the Seattle mentality, the 
mentality which regards a really low foreign bid for a tradition- 
ally American job as an outrageous piece of impertinence to be 
merely brushed aside on the thinnest pretexts. And on the 
European side, there is the long well-documented list of 
traditional high-cost-producing weaknesses; featherbedding 
practices, irrational conservatisms, and that fragmentation of 
the market which, as previous argument has shown, can hardly 
be overcome except pari passu with the major transfer problem 
itself, but which pp sO Overcome must constitute an obstacle 
to the solution of that problem. 

Enough has been said to justify the contention that the 
technical transfer problem, large as it bulks today, is essentially 
secondary. Jf the general productive power of Europe is used 
to produce the right things; if it is great enough to produce 
them in such quantities that, selling at the dollar prices emerging 
at the optimum exchange rate, they will elicit a dollar outlay 
sufficient to meet Europe’s demand for the imports needed to 
maintain both production and tolerable living standards ; then 
both internal and external transfer problems reduce themselves 
to the determination of appropriate exchange rates and the 
organization of whatever credit machinery (International 
Monetary Fund, E.P.U., etc.) may be needed to take care of 
short-term fluctuations in national balances of payments. If 
productive power is inadequate, inappropriately used, or both, 
or if barriers are deliberately set up to prevent it from eliciting 
the maximum dollar outlay, no ingenious improvement of the 
mechanics of transfer will achieve a balance at a tolerable level. 
Stripped down to its essence, today’s transfer problem turns 
out to be the problem of today’s poverty, of today’s inadequate 
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roduction per head, in disguise. Tomorrow’s, however, is 
another matter. 


DYNAMIC PRESSURE AND EMPLOYMENT 


The final sections of this article represent a possibly over- 
ambitious, certainly rather rash, process of thinking aloud, a 
very tentative contribution, in the most general terms, towards 
the solution of the problem sketched on page 30—that of the 
relation between A, America, the giant economy, and the Rest. 
For here, surely, is the residual, the enduring dollar problem. 
Were one to assume a kind of “ freezing” of the relative pro- 
ductive power of America and Europe at a level, possibly not so 
very far distant or impossibly difficult to attain, where that of 
Europe would be adequate if rightly directed and economized ; 
then, given time, intelligence and adaptability, one could assume 
also an eventual equilibrium, with sufficient European goods 
and services forthcoming at competitive prices to elicit (directly 
or indirectly) whatever dollars the European buyer of dollar 
goods and services would demand. One could assume the 
ending, in short, not merely of the present dollar famine but 
of the dollar siege itself. But is this, as it were, static equili- 
brating process, this adaptation of productive power to a given 
situation, to be relied on in the absence of any such freezing ? 
Will not a widening of the American productive lead, the 
more rapid rate of growth of the giant, make all adaptation 
obsolete before it can possibly be completed and reimpose the 
need for siege discipline—or rather, in practice, make it 
impossible for that discipline ever to be relaxed ? 

It has been vigorously argued that it would so reimpose 
itself; that in fact it cannot conceivably be lifted. The old 
reassuring comparative-cost analysis is, nowadays, considerably 
blown upon both from Right and from Left. According to 
that analysis, no discrepancy of productive power between 
areas, and no widening of that discrepancy, can cause lasting 
disequilibrium, because the very pressures set up by shifts in 
general competitive power constitute an equilibrating force. 
They lead to those industries in which the stronger country has 
the least advantage pricing themselves progressively out of the 
world market, and to those industries in which the weaker 
country has the least disadvantage finding themselves pro- 
gressively better placed for competition (e.g. the competitive 
pull of a booming American motor industry, assumed to be 
that in which American superiority is most marked, makes it 
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impossible for American bicycle manufacturers to retain 
workers and other factors of production except at a price which 
renders their product unsaleable in competition with foreign 
bicycles ; the foreign bicycle industry, booming in turn as the 
market is thus left open to it, absorbs those workers and other 
factors released by a motor industry feeling the draught of 
American competition; and so on). 

That analysis, however, with its assumption of free internal 
mobility, full employment, and of a durable and rational basis 
of real-cost differences, simply does not (according to more 
** realistic ’’ opinion) fit the facts. Let American employment 
be less than full and any increase in competitive power, and 
consequent expansion, of any given sector of American industry 
will merely mop up appropriate idle resources within the 
unemployed margin, without causing any such increase in costs 
elsewhere as would open the door to foreign competition. Let 
internal mobility be at all seriously imperfect, and workers and 
resources displaced by American competition will, even if these 
doors have in fact been opened, remain unemployed rather 
than find their way to potentially expanding industries—which 
will accordingly fail to expand. In either case, the result of the 
widening of the American technical lead will be loss of employ- 
ment abroad and the reappearance, or intensification, of 
pressure on the exchanges. To meet this pressure by general 
and drastic deflation is (given the internal cost rigidities which 
it would be hopelessly unrealistic to assume away) to reduce 
production, increase unemployment, and generally invite all 
those troubles which plagued Britain between the Wars. To 
meet it by progressive devaluation is (quite apart from the 
general disadvantages of an indiarubber currency) to turn the 
real terms of trade progressively against the weaker groups, 
accentuating the international discrepancy in wealth and power 
to invest, and exacerbating the original difficulty. 

Such is the essence of what one may call the isolationist 
argument; and it is not to be dismissed out of hand. Thatit 
is apt to be found in company with the most fantastic exaggera- 
tions, to be couched in terms which would equally apply to 
exchanges between regions, firms, or even individuals, within 
a single national area, and to demand in its practical aspect not 
merely superhuman planners but a superhumanly public- 
spirited citizen body, is beside the point ; when all these defects 
have been allowed for, there remains the outline of a situation 
which certainly does not appear amenable to orthodox 
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treatment, except, indeed, at a cost in depression and 
dislocation which would be humanly abhorrent and politically 
disastrous. 

It is true that, historically speaking, this particular spectre 
may look rather like a turnip ghost. There have always been 
more or less rapidly advancing areas; there have always been 
wide discrepancies of economic power between large and small 
national units ; yet comparatively free trade between them has 
produced no such catastrophic ‘" employment effects” as this 
theory predicates. Unless (as in the 1870’s and 1930's) the 
total money income of the world is failing to keep pace with 
potential economic activity, there is no logical necessity for the 
monetary enrichment of the more rapidly advancing area to 
connote an actual absolute deflation elsewhere. Nevertheless, 
so much depends upon the relative tempos of change and 
adjustment, and this relation has altered so much within the 
last quarter-century, that the reassurance to be derived from 
history is doubtful. Technical change is more rapid today 
than ever before; adjustment to that change, by movement 
from trade to trade or place to place, or by lowering of prices 
and money wages, has on the contrary been slowed and 
inhibited by a complex of measures, private and public, 
generated by the desire for security. Moreover, no past 
discrepancy of power has been anything like that between 
present-day America and the Rest. One cannot categorically 
assert that the lessons of the past are irrelevant; but there 
is an uncomfortably strong prima facie case for distrusting the 
efficacy, under today’s conditions, of those equilibrating 
forces which previously made possible a smooth and mutually 
beneficial exchange between unequally endowed economies. 

This problem of dynamic pressure, be it repeated, is 
independent of the problem of war-induced poverty and, for 
that matter, of such technicalities of transfer as arise from tariff 
policies or the inadequacy of financial machinery. These 
exacerbate it; but they could be solved and it would still 
temain. If its quasi-permanence is to be accepted, obviously 
it is not worth while to make heavy sacrifices, in terms of 
instability and structural unemployment, in order to achieve a 
position where, if only orthodox analysis were reliable, the 
automatic “ governors ’’ of relative price could be invoked. 
One can only look forward to such a refinement of the siege 
technique, such improvement in the planners’ expertise—and, 
be it added, such an extension of American tolerance—as would 
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make discriminatory control work smoothly and not too 
wastefully for evermore. 

There is a sense in which, on any realistic forecast, 
dynamic pressure must be regarded as at least potentially 
permanent. America has a long lead both in resources and in 
technique, and to him that hath shall—in all probability—be 
given. Therefore, America can be expected to retain an 
initiative which Europe and its dependencies lack. Any 
American business man who prefers foreign to home prospects 
is likelier, on balance, to find himself able to undercut a trans- 
atlantic competitor than is his European counterpart ; at any 
moment, then, the active decisions which govern changes in 
the international division of labour are likely to be made 
predominantly in America, while the burden of enforced 
adaptation to that change, with all the financial and social 
costs entailed, will fall predominantly on European shoulders, 
It is this helplessness in the face of changing American circum- 
stances, this one-sided distribution of initiatives on the one 
hand and of burdens on the other, which constitutes, even to 
those who most strongly advocate mobility and realize the 
benefits of specialization, the irreducible objection to leaving 
dollar trade to the free play of market forces. Sudden and 
intractable mass unemployment, constant expensive redeploy- 
ment of resources, the sheer subjective miseries of insecurity 
and of enforced migration, are too high a price to pay for the 

recarious and possibly ill-distributed gains in the standard of 
iving constituted by cheap American goods. 

But need one assume that that price will be exacted? 
Why should it be expected that the zeal of American business 
men seeking new markets will always be greater, and achieve 
more substantial results, than the zeal of other American 
business men seeking new sources of supply, whether at home 
or abroad? If American production is greater and more 
efficiently carried on than that of Europe, it is also true that the 
American market is correspondingly larger and richer. If, 
on the face of it, Americans can undersell Europeans “ all 
along the line,” then, equally on the face of it, they can overbid 
Europeans “ all along the line.” Why, one may ask, should 
they not? 

The answer obviously lies in the field of employment 
theory. The balance of the selling power and of the buying 
power, the push and the pull, of the American economy, 4s 
regards both home and foreign products, must depend on the 
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balance of the forces establishing the general level of economic 
activity and determining any fluctuations in that level. For, if 
the general balance of those forces in America is such as to keep 
employment and consumption below the maximum set by pro- 
ductive power, it is obvious that the isolationist analysis 
fts the circumstances all too well. For one thing, there will be a 
constant pressure to export—facing the rest of the world with 
an adaptation problem ; for another, the expansion of exports 
(supposing no discrimination to be practised against them) will 
fail to open the door to an expansion of imports, since no rise 
in costs will take place in the non-exporting industries, will 
fail, then, to make adaptation — The comparative cost 
mechanism will be right out of gear. 

Here we are getting into very deep waters ; for the extent 
to which both its general wealth and its particular circumstances 
predispose the American economy to chronic inadequacy of 
employment is a matter of unsettled controversy, both 
theoretical and practical; and this is not the place, nor is the 
present writer the person, to embark on that general critique 
of employment theory and appraisal of American trends which 
alone could provide the answer. One preliminary point can 
be made. America could achieve steady full employment in 
the sense that with the utmost mobility institutionally possible 
the number of vacant jobs never fell short of the number of 
job-seekers, and the pulling power of the American market on 
both home production and imports could stil] be insufficient 
to prevent international disequilibrium if some or all European 
nations were simultaneously insisting on maintaining them- 
selves in a state of chronic flatulence. The healthy, fully active 
economy may justly object to having to suffer from its 
deflationary-minded neighbour’s depressions; the flatulent 
economy may find its neighbour’s health equally disturbing, 
though the remedy is in its own hands. It is only too easy to 
impute virtue always to the highest possible degree of flatulent 
distension and vice to every policy resulting in a lesser degree— 
let alone to the successful achievement of a healthy balance or 
to such deflationary unwisdom as might genuinely invite 
censure. All nations but that most wholeheartedly practising 
“controlled inflation ’’ can be accused of “‘ exporting unem- 
ployment ’’ and of general lack of public spirit ; and it should 
be noted that since technical and commercial progress, the 
tenunciation of featherbedding, may, even while raising 
standards of living, increase rather than lessen the “ float” of 
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transitional job-seekers, it will always be easy for the les 
progressive economies to accuse the more progressive, on the 
strength of their unemployment indices, of failing to do thei: 
duty by their neighbours and of infecting them with th 
deflationary virus. Were America to hit upon and successfully 
to hold, by any means, that middle course which would keep 
her employment at the maximum allowed by imperfections 
of mobility, disequilibrium in the dollar balance woul 
certainly persist, on any reckoning, so long as a policy of 
out-and-out distension was being pursued elsewhere. 

Is there, however, a deeper disharmony than this? Wereit 
possible to leave out of account any general relative insufficiency 
of American demand (due either to ill success or half-hearted. 
ness in maintaining full employment, or to over-full employ. 
ment elsewhere) would the progressive divergence of 
productive power still be a cause of disequilibrium ? 


A “ Futt EMPLOYMENT GAME? ”’ 


Tentatively—for here the ground is unfamiliar—one may 
suggest that it depends on the methods by which America 
chooses to maintain full employment. Broadly speaking there 
are, according to the Keynesian analysis, two routes to full 
employment equilibrium. Either, with a national income of 
given size and a given propensity to consume, any threatened 
inadequacy of investment can be made up, directly or indirectly, 
by Government action; or, alternatively, the attack may be 
made by way of the propensity to consume, by directing pur- 
chasing power to those quarters where it will be spent rather 
than saved. The impact effect of either policy on total demand, 
whether for home or imported products, may be about the same; 
but the later, long-run effects are almost precisely opposite. An 
increase in consumption relative to investment generates a 
permanently higher demand for goods, including imports; 
an increase in investment relative to consumption generates 
a permanently larger flow of goods which, unless they are absorbed 
by the multiplier-effect of yet another expansion of investment, 
must seek a market outside the economy ; must figure, in fact, 
as potential exports. Every round, so to speak, of new invest- 
ment demands either a successive round or an outlet else- 
where ; and the least faltering of this cumulatively accelerated 
investment process must lead to very much the situation 
described above ; one of deflationary pressure on the rest of the 
world and the breakdown of the comparative cost mechanism. 
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The further the cumulative process has gone, the longer, 
consequently, America’s lead in productivity, the more 
irresistible must be the impact of America’s renewed “* export 
of unemployment ’’ and the more disastrous its effect on the 
balance of payments. It seems permissible to conclude 
that while, at any particular time, stability may seem to be 
assured so long as American employment is fully maintained, 
its maintenance by means which cumulatively widen the 
discrepancy of productive power between the Giant and the 
Rest must be precarious to a degree which would make reliance 
on its continuing success an unjustifiable gamble. 

Here it may well be argued that, given peace and political 
stability, there is absolutely no need to expect any such widening 
discrepancy. On the contrary. If what ails the non-dollar 
economies is relative shortage of productive power, and the 
chief factor in that shortage is relative lack of equipment per 
worker, then surely the natural direction of American invest- 
ment will be overseas, and full employment in America will be 
safeguarded by an American-financed export of American 
capital products to those areas where, being relatively so scarce, 
they will make the most difference to productivity—i.e. yield 
the highest return. Why should not the history of nineteenth- 
century Britain be repeated, and the discrepancy of productive 
power narrowed, not widened, by the same process which 
concurrently maintains American prosperity? One might, on 
the face of it, point to Marshall Aid, which has had, so far as it 
goes, precisely these two effects; set off its special character 
as a free gift against the special circumstances, wars and errors 
of policy, which have made the discrepancy temporarily 
unmanageable ; and envisage for the future a continued flow of 
credits whose effect would be, by increasing European pro- 
ductive power, to distribute more evenly both the power of 
taking the initiative and the costs of adaptation to that 
initiative. 

The counter-arguments are obvious and well known. 
Peace and political stability do not appear to the American 
investor to be assured, and who can blame him? Moreover, 
“political stability’? on any realistic assumption would be 
stability of a political situation, over most of the world, in 
which the rights of the foreign investor are completely con- 
ditional. An area quietly and stably pursuing a policy of 
penal taxation, progressive nationalization, and general soak- 
the-capitalist is not going to attract investment from outside, 
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or is only going"to attract it on terms appropriate to the riskiey 
of risk capital—terms which would impose a burden of future 
payments likely to outweigh any resulting gain in productivity 
and so to worsen rather than improve the balance-of-payments 
situation. Again, it cannot be assumed without demonstration 
that the relative shortage of productive power of any area js 
due to relative shortage of capital—or even of “‘ know-how.” 
The fact that a worked-out coal-field, or a colony of mental 
defectives, is short of capital equipment compared with ; 
better field or a normal group of workers is no reason for 
diverting investment from the latter to the former. Without 
going so far as to compare Europe and its dependencies to 
worked-out coal-field populated by defectives, one must face 
the possibility that, all political and near-political risks apart, 
it offers from the global point of view less prospects of response 
to investment than does the relatively highly-capitalized New 
World. Even leaving out of account as inconclusive the further 
differences between nineteenth-century Britain and twentieth- 
century America—the obviousness of the gain to the former of 
cheaply-imported food, the comparative unimportance to the 
latter of cheaply-imported miscellaneous products, and the 
corresponding lack of incentive to America to face the necessary 
sectional discomforts of adaptation to a passive balance of 
trade—even dismissing these, it is plain that one cannot count 
on American lending to balance the account. Lending no 
doubt there will be—for broadly political motives and through 
Government agencies ; but that the main current of American 
investment will be so diverted outwards as to reverse the 
secular increase in the American technical lead is wildly 
improbable. 

To sum up the argument so far: one cannot expect 
equilibrium, a state of affairs in which normal market forces will 
work and the dollar siege can be lifted, unless America has full 
employment. One cannot confidently expect any such equili- 
brium to be stable and reliable in which that full employment 
depends on a cumulatively increasing volume of Americai 
internal investment, at once formidably difficult to maintain and 
formidably widening the discrepancy of productive power. 
One cannot expect it to be automatically established by the 
narrowing of that discrepancy through an American long-term 
investment programme, which would simultaneously maintai 
American employment. Can one, then, expect it at all? Ors 
it unattainable, and the dollar siege a permanency ? 
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More tentatively than ever, one may suggest that there 
must be somewhere a “ right’’ balance between the rate of 
increase of American productive power, dependent on invest- 
ment, and the rate of increase of American standards of living— 
both, of course, under conditions of full employment, the 
sine qua non of equilibrium. A given rise of the American 
standard of living will include a certain proportion of additional 
imports. A given rise in American productive power will 
generate a certain volume of potential exports. Where, with 
existing elasticities of demand, these two quantities balance in 
value, it is possible to achieve equilibrium at the appropriate 
rate of exchange; a moving, dynamic equilibrium. In the 
last resort, in the longest perspective, the possibility of raising 
the dollar siege depends on American willingness and ability 
to pursue a full employment policy deliberately related to the 
American balance of payments; to play the leading part, 
appropriate to her strength, in a “ full employment game” 
analogous to, though far more complex than, the “ gold 
standard game ’’ which Britain similarly played up to 1914. 

To conclude thus, it may well be said, is to conclude in 
practice that the siege will go on till Doomsday. It may well be 
tash to assume that Europe ever can, with anything like its 
present population, achieve an absolute sufficiency of productive 
power. It may be more rash to assume away the sectional 
jealousies, the incongruities of policy, the ideological irration- 
alities, the institutional inadequacies and errors, which make 
productive power ineffective in foreign trade. It may be rasher 
yet to impute to America either the willingness to remove the 
barriers which she has deliberately set up against foreign goods 
and services, or the ability to pursue an effective full employ- 
ment policy of any description. To expect, on top of all this, 
that one particular line of full employment policy, for which the 
techniques are unknown, the objectives hard to define, and the 
necessary data obscure, will be accepted, worked out, and 
pursued through all the vicissitudes of American public affairs, 
must seem the wildest optimism. 

And so, indeed, one must at present judge it to be. There 
must remain, even when the limited objective of independence 
of actual subsidy is attained, measures of insulation to safe- 
guard the Rest from the unmeant, incidental but potentially 
devastating impact of the Giant’s changes of posture. It will 
be easy in the future, as it is today, to make the necessity for 
these insulating measures an excuse for rigidity, featherbedding, 
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and a proliferation of totalitarian-minded controls, and their 
existence an opportunity for the inflationary pursuit of over-fyl! 
employment. There is no path without its dangers, and these 
particular dangers, if they materialize, make more and more 
remote the possibility of establishing a free equilibrium should 
circumstances become more propitious. The proper line of 
policy should be rather to keep insulation to the absolute 
minimum, to use methods (e.g. tariffs rather than a permit 
system) which ensure that American competitive power is 
constantly, even if not intolerably, felt ; to emulate American 
mobility, venturesomeness and resilience even while refusing 
to expose the economy to conditions demanding more of these 
qualities than even America has ever displayed ; in the words of 
Lord Keynes’ posthumous article on this very theme, to “ marry 
the use of the necessary expedients to the wholesome long-run 
doctrine.” 

So long as this policy is pursued, there can be no logical 
ground for American complaint against discrimination. No 
ground that is, if the situation is understood ; if the connection 
is grasped between internal American policy and the presence 
or absence of intolerable and destructive strain elsewhere. 
The ending of discrimination, of the dollar siege, is a goal 
towards which both America and the non-dollar world can 
work ; it has been argued in these notes that, contrary to some 
pessimistic analyses, it can theoretically be achieved without 
any such miraculous shift of economic fortunes as would be 
implied in the actual overtaking by Europe of American 
productive standards; but in the last resort it depends on 
America whether that theoretical possibility will ever be 
translated into fact. This article, of whose defects—lack of 
quantitative precision, extreme generality, over-simplification— 
the writer is only too well aware, will not entirely have failed 
in its purpose, whatever destructive criticism it may attract, 
if it has made clear that dependence and its essential cause. 

Honor CROOME. 
May, 1950. 
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Statistics: Explanatory Notes 


A—Commodity Prices.—Of the commodities covered by the charts on page 50, 
the most striking increase in price since devaluation has been that for rubber—at 
over 2/- lb. at the beginning of June, it touched the highest point for twenty-five 
yeats. This steep rise has been largely the result of the pressure of demand, due, in 
particular, to the recovery in industrial production and to stockpiling in the U.S.A. 
Wool, another leading sterling-area product, has also risen sharply in price and in 
May was 63 per cent. higher than last August. 

The chart and accompanying table bring out the decline in U.S. imports of 
five important sterling-area products (cocoa, jute, rubber, tin and wool) in the months 
prior to devaluation. This was one of the contributory factors in the increase in our 
gold and dollar deficit from $330 millions in the first quarter of 1949 to $632 
millions in the second. U.S. imports of these commodities fell to $104 millions in 
the third quarter compared with a quarterly average of $175 millions in 1948, Rising 
American business activity, however, has resulted in a recovery to $155 millions in 
the first quarter of 1950, 


B—American Trends.—Industrial production has now recovered from the 
lower level touched last summer and at the beginning of the year was running at over 
twice the 1938 volume. Personal income, after direct taxation, showed a modest 
recession during 1949 but rose sharply in the first quarter of 1950. With expenditure 
practically stable over the year, savings were slightly less than in 1948. Even so, 
for 1949 as a whole, they represented over 6 per cent. of disposable income compared 
with 2-4 per cent. in this country. Prices declined, on balance, over the year and 
by December, 1949, wholesale prices were 11 per cent. below the 1948 peak-level. 
Unemployment, on an average, was 14 millions greater than in 1948, In February 
this year, workers without jobs numbered 4-7 millions—the highest level since 
1941—representing nearly 8 per cent. of the civilian labour force. There has, 
however, been a subsequent improvement and by May, 1950, unemployment had 
fallen to 3-1 millions. 


C—Balance of Payments.—lIn spite of the improvement in our over-all balance 
of payments in 1949, the deficit with the dollar area—of £275 millions—was only 
slightly less than in 1948, With other Marshall Aid countries we had a small deficit 
for the year against a surplus of £100 millions in 1948. Invisible items as a whole 
eatned £110 millions net, about the same figure as in 1948, but less than half that 
for 1938 when one category alone (interest, profits and dividends) contributed net 
— of £175 millions. Total net invisible receipts in 1938 amounted to £232 

ions. 


_D—Gold and Dollar Accounts.—Our exchange reserves rose by $296 millions 
during the three months ended March 3lst, 1950, to $1,984 millions, and it is 
probable that the figures for the second quarter of 1950 will show a further increase. 
Our dependence on the U.S.A. for the finance of our gold and dollar deficit during 
the last three years is brought out in the first chart on page 53. In 1949, E.R.P. 
receipts covered 78 per cent. of the deficit whilst in 1947 drafts on the U.S. credit 
financed 69 per cent. 


E—Personal Income and Expenditure.—Total personal income in 1949 was 
more than twice that for 1938, but whereas wages had increased by 150 per cent. and 
salaries by about 100 per cent., rent, dividends and interest had risen by only 57 per 
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cent. In other words, there has been a shift in the distribution of total income ig 
favour of wages, a change even more marked when account is taken of direct tay. 
tion. The chart on page 54 shows that in 1949 over half of the country’s tot 
personal income, after direct taxation, was taken by wages (including the pay of the 
Armed Forces), compared with 41 per cent. in 1938, whereas the share of the rent, 
dividends and interest group had fallen to 25 per cent. from 34 per cent. before the 
War. 

The first chart on page 55 brings out, amongst other things, the relative increas: 
in the total burden of taxation, as distinct from the individual burden which, of 
course, varies from case to case. Including taxes on capital, direct taxation absorbed 
15 per cent. of total personal income last year against 9 per cent. in 1938. From the 
second chart, it will be seen that expenditure on food, clothing and shelter has 
represented an increasing proportion of “‘ spendable"’ income in recent years, 
This trend towards the pre-war position has, however, been very largely at the 
expense of savings, which last year totalled only 2-4 per cent. of spendable income 
in contrast to 8-2 per cent. in 1946. Expenditure on drink, tobacco and entertain- 
ment represented over 19 per cent. of the total for the year as a whole, although 
there was a slight decline in the last quarter. This contrasts with 12 per cent. in 
1938. 


F—Income Tax.—Receipts from income tax in 1949-50 accounted for 37 per 
cent. of Government ordinary revenue compared with about 22 per cent. before the 
First World War. Sur-tax receipts, as will be seen from the first chart on page 56, 
have only doubled in the last thirty years. 

In 1913-14, less than 1} million people were liable for income tax and of these 
70,000 were entirely relieved by allowances from any payment. In 1947-48, by 
contrast, 14} millions actually paid tax. A further contrast is that a married tax- 
payer with two children and a gross earned income of £1,500 paid, in 1913-4, tax 
amounting to £56. Today, he would pay £349. There has also been a steep rise in 
general rates which have to be defrayed out of net income so that the resulting 
spendable income, apart from any life insurance premiums or other savings, is even 
further reduced. 


G—tLocal Authorities.—Compared with the pre-war period, current income of 
local authorities in England and Wales in the financial year 1947-48 had about 
doubled. As regards rates, the average poundage was also at its highest level at 
17s. 5d., against an average of lls. 8d. before the War. Despite this increase, 
however, income from rates represented only 29 per cent. of current revenue in 
1947-48, compared with 34 per cent. in the years 1935-38. Government grants to 
local authorities, in contrast, had risen from 20 per cent. of their current income 
in the early "twenties to 28 per cent. in 1947-48. Income from other sources, eg. 
from trading services, accounted in this year for almost half of total revenue, com- 
pared with about a third in 1913-14. After a fall of some £200 millions between 
1940 and 1946, gross debt outstanding had risen again by 1948 to a new peak of over 
£1,700 millions. 


H—Agricultural Trends.—The charts on page 58 bring out the effects of the 
“ ploughing-in ” policy during the War in converting grassland to tillage, with the 
consequent increase in the production of corn crops. Although there has been some 
decline from the war-time peaks, in particular in the acreage devoted to wheat, 
the total acreage given over to tillage was 41 per cent. greater in 1949 than in 1958 
The increase in potato production should also be noted—output last year was about 
double the pre-war level. The number of cattle has increased but for both pigs and 
sheep there has been a decline, though there has been some recovery, as 
the latter, from the sharp reduction caused by the floods during the winter of 1947. 

Employment in the industry has risen and in June last year there were 43,00 
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more regular workers in England and Wales than in 1955-38. There is no question 
that still more labour is urgently needed ; the labour of prisoners-of-war and of the 
Women’s Land Army has virtually disappeared. The position of the agricultural 

has also improved, a national minimum wage being introduced in 1940, 
Even so, as will be seen from the chart on page 59, the present national minimum 
is still below average earnings in industry. 


|—Building.—During the summer of 1949, in contrast to 1948, more new 
houses were begun than were completed, so that the number under construction 
started to rise once again. From the figures given below, it appears that in 1949 the 
cost of an average local authority house was three and a half times as great as in 


1938-39 





Cost OF AVERAGE Increased Increase 
Locat AUTHORITY HOUSE cost of as 
1949 house | percentage 
over of 1938-39 








1938-39 1947 1949 1938-39 cost cost 
£ £ £ £ % 
Cost of — 

Labour ne 119 416 407 288 242 
Materials .. 227 699 785 558 246 
Plant os 7 23 22 15 214 

Overheads and 
profit ae 27 104 107 80 296 
380 1,242 1,321 941 248 





Source: Reports of the Committee of Inquiry on the cost of House-Building (Ministry 
of Health). 


Part of this increase in cost is accounted for by the larger size and improved 
amenities of the post-war house and by the rise in the cost of materials. There has, 
however, also been a sharp fall in productivity. Although there has been some 
improvement in productivity since 1947, it is estimated that in 1949, for a given 
type of house, man-hours were still 26 per cent. above the pre-war level or, in other 
words, productivity had decreased by 20 per cent. Moreover, in their recent report 
On a visit to the U.S.A., the Building Productivity Team conclude that “ output per 
man-hour on similar site operations is approximately 50 per cent. higher in America 
than it is in Britain.” 


J—World Trade.—The most striking feature of the post-war distribution of 
world exports has been the enormously increased share of the total accounted for 
by North America: 37 per cent. in 1947 as against 17 per cent. in 1958. In the 
last two years, however, there has been a greater approximation towards the pre- 
War pattern. By the fourth quarter of last year, for example, North American 
exports had fallen to 26 per cent. of the world total whilst the share of European 
countries, other than the U.K., had risen to 30 per cent. from 21 per cent. in 1947. 
U.K. exports have remained fairly stable at about 12 per cent. of the total. In 
volume, also, North American trade has tended to decline—in the last quarter of 
1949, U.S. exports fell to 85 per cent. above the pre-war level from 131 per cent. 
in the last quarter of 1947. 
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